Introduction
The Tax Equity and Fiscal Responsibility Act (TEFRA) of 1982 (Public Law 97-248) provided new incentives for health maintenance organizations (HMO's) to enroll Medicare beneficiaries on an at-risk basis. 1 TEFRA provisions encouraging HMO participation in Medicare on an at-risk basis sought to further the goals of promoting competition and cost effectiveness, and providing greater beneficiary choice in health care and greater autonomy to providers.
The TEFRA provisions represented a major change from the way HMO's were paid under the 1972 Amendments to the Social Security Act (Public Law 92-603). Under TEFRA, HMO's are paid a prospectively determined amount for risk enrollees. They receive 95 percent of the adjusted average per capita cost (AAPCC), which is defined as the actuarially estimated per capita amount that would be payable if Medicare services for HMO members were furnished in the local fee-for-service market. HMO's must use any difference between 95 percent of the AAPCC and their adjusted community rate (ACR) to provide additional benefits or to lower premiums. The ACR is defined as the premium the HMO would have charged Medicare enrollees for the Medicare benefit package. TEFRA also provides for cost contracts with HMO's in which case HMO's are paid for reasonable costs up to 100 percent of the AAPCC.
Under the 1972 Amendments to the Social Security Act, payments under both cost and risk contracts were subject to retrospective adjustments. This is contrary to the way HMO's are paid in the private sector where they receive a fixed premium and can appropriately budget and plan. Only four plans signed risk contracts under the provisions of the 1972 amendments.
This article describes the trends in TEFRA HMO enrollment. It compares patterns of Medicare and total HMO enrollment by State, by HMO, by type of HMO, and by profit status. Data on extra benefits offered beyond those covered by Medicare are also presented.
There are four classes of Medicare HMO enrollees. These are:
• Risk enrollees under the TEFRA provisions.
• Cost enrollees under the TEFRA provisions.
• Risk enrollees under the 1972 Amendments to the Social Security Act.
• Enrollees in HMO demonstration projects.
Trends
In September 1985, there were 552,096 total Medicare HMO enrollees ( Figure 1 ). Growth continued each month and by December 1986 there were 1,025,466 enrollees, representing a 4.2 percent compound rate of growth per month. As shown in Figure 1 
Largest plans
Of the 813,712 TEFRA risk HMO enrollees in December 1986, 72.6 percent were covered by the 30 plans with the most Medicare enrollees that comprised the top quintile (i.e., the top 20th percentile) of the 149 plans ( Table 2 ). The second quintile covered another 16.7 percent of enrollees, and the third quintile covered 7.3 percent, leaving the remaining 3.4 percent of enrollees distributed among 59 plans that had small numbers of Medicare enrollees.
In June 1986, there was a national total of 595 HMO's that had 23.7 million enrollees. As shown in Table 3 , the 20 largest HMO's accounted for 9.3 million enrollees or 39.2 percent of total HMO enrollment. Five of these HMO's were in California 
HMO characteristics
Multi-State networks of HMO's linked by common ownership or management have contributed greatly to the rapid growth in HMO enrollment (InterStudy, 1986) . The five largest TEFRA risk multi-State or chain operations are shown in Table 5 . These 5 multiState organizations operated under 20 different contracts and accounted for 30.7 percent of TEFRA HMO's may use one or more organizational models to deliver services to the enrollees. The four current types of HMO models and the number of enrollees in each type are shown in Table 6 . The majority of all HMO's operate under the independent practice association (IPA) arrangement-58.0 percent of total HMO's and 56.4 percent of Medicare TEFRA risk plans. Under an IPA arrangement, an HMO contracts directly with physicians in solo or group practice. This type of model allows the enrollee whose physician signs with an HMO to keep this physician as his/her personal doctor in the HMO, perhaps contributing to their growing popularity.
Total enrollment in HMO's with IPA arrangements grew from 1.6 million or 15 percent of total HMO enrollment in June 1981 to 8.5 million or 36 percent in June 1986. Medicare enrollment under TEFRA risk Group models (HMO's that contract predominately with one independent group practice) ranked third among HMO's nationwide and accounted for 14.5 percent of all HMO's. Although the group models were fewer in number than network models, they accounted for a larger proportion, 30.1 percent, of enrollees. In comparison, group models under TEFRA risk plans in December 1986 accounted for 22.1 percent of plans and 27.5 percent of enrollees.
Nationwide in June 1986, HMO's operating under staff models (those that deliver health services through a physician group that is controlled by the HMO) accounted for 11.9 percent of HMO's and 13.3 percent of enrollees. In December 1986, the proportion of staff models and enrollees under TEFRA risk plans were not very different from the nationwide figures mentioned, 16.1 percent of plans and 13.3 percent of enrollees.
According to a national HMO census from InterStudy (1986), the number of for-profit HMO's surpassed the number of nonprofit plans for the first time during the latter half of 1985. In June 1986, 58.5 percent of the HMO's reporting profit status were for-profit plans and accounted for 38.2 percent of enrollees; 39.8 percent were nonprofit with 61.5 percent of enrollees (Table 7) .
The proportion of for-profit plans under TEFRA risk contracts was less than that for all HMO's (42.3 percent versus 58.5 percent). The proportion of enrollees in for-profit plans, however, was considerably greater than that for all HMO's (47.2 percent versus 38.2 percent). 
Benefits above Medicare
All TEFRA risk HMO's cover Medicare deductibles and coinsurance. All TEFRA risk HMO's offered Medicare beneficiaries one or more benefits in addition to the services covered by Medicare, such as additional hospital days, preventive care, prescription drugs, and routine eye examination or eyeglasses. Some services require a copayment amount. For example, some HMO's may require a copayment for each drug prescription. In December 1986, 120 or 80.5 percent of the 149 TEFRA risk plans offered coverage of hospital days in addition to those covered by Medicare; 123 or 82.6 percent covered some preventive care such as routine physicals; 105 or 70.5 percent offered coverage for prescription drugs; and 103 or 69.1 percent offered some eye care coverage such as routine eye examination and eyeglasses (Table 8) .
Most TEFRA risk enrollees, 77.5 percent, were enrolled in HMO's that offered extended hospital days, 85.5 percent were in ones that offered preventive care, and 84.7 percent were in ones that offered a prescription drug benefit. Also, most enrollees, 73.3 percent, were enrolled in HMO's that offered some type of eye care.
In December 1986, the basic premium charge under TEFRA risk HMO's ranged from no charge to $50.76 per month. Twenty-one HMO's or 14 percent had no premium charge for their basic plan and most of these offered extended hospital days and/or preventive care and eye care. Of the 21 plans that had no basic premium charge, 15 had a copayment charge on at least one type of service and 6 did not have a copayment charge. Sixteen HMO's or 11 percent had basic premiums of $40.00 or more. All but one of these HMO's offered extended hospital days, 8 offered extended skilled nursing facility days, and 14 offered preventive care. Eleven of these plans required a copayment on at least one type of service, and five did not.
Future study
In view of the steady growth in Medicare HMO enrollment and the strong interest in HMO's as an alternative delivery system for Medicare beneficiaries, it will be increasingly important to analyze patterns of Medicare enrollment in HMO's. An indepth analysis of trends in HMO enrollment is now in progress. That study will examine enrollment by demographic variables such as age, sex, and race; length of enrollment, geographic area, and type of plan; and several other variables.
